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EDITORIAL
Thompson, Harrisburg, admonished the
new attorneys that the service which they
would render to the public in the future
would only be as valuable to their clients as
the reputation which they, as lawyers, pos
sessed. A good reputation is not made by
a single act nor by a single word but by
continued application of those principles
which make a good character, which in turn
results in a good reputation, thus, bringing
to the professional person a good name.

SPRING CONFERENCE
AWSCPA/ASWA will hold their joint
spring conference in Cleveland, Ohio, on
May 27 and May 28. Cleveland Chapter is
planning an interesting and instructive
program. Detailed plans will be announced
in the next issue of The Woman C.P.A.
NEW CHAPTERS
ASWA is proud to announce that chart
ers have been granted to two new chapters.
These two new chapters are Long Beach,
California and Richmond, Virginia. Con
gratulations.

*

*

*

In the midst of the tax season, the fol
lowing paraphrase on Lincoln’s Gettysburg
address, appeared in The Chicago Daily
News:
“One score and 17 years ago our fathers
brought forth upon this nation a new tax,
conceived in desperation and dedicated to
the proposition that all men are fair game.
“Now we are engaged in a great mass of
calculation testing whether that taxpayer
or any taxpayer can long endure. We are
set on Form 1040. We have come to dedi
cate a large portion of our income to a final
resting place with those men who here
spend their lives that they may spend our
money.
“It is altogether anguish and torture that
we should do this. But in the legal sense we
cannot underestimate this tax. The collec
tors, clever and sly, who computed here,
have gone far beyond our power to add and
subtract.
“Our creditors will little note nor long
remember what we pay here, but the Bu
reau of Internal Revenue can never forget
what we report here. It is rather for us to
be dedicated to the great task remaining
before us—that from these vanished dol
lars we take increased devotion to the few
remaining, that we here highly resolve that
next year will not find us in a higher in
come bracket.”

PERSONAL

Marion A. Frye, CPA, national president
of AWSCPA and immediate past president
of ASWA, has opened a branch office in Lo
rain, Ohio, for the practice of public ac
counting. Congratulations and best wishes.
Ruth D. Hoerich, CPA, a member of
AWSCPA, was appointed a lecturer in taxa
tion at Loyola University, School of Com
merce, Chicago, Illinois.
Northwestern University, School of Com
merce, Chicago, Illinois, recently appointed
Helen F. McGillicuddy, CPA, a lecturer in
accounting. Helen is editor of The Woman
C.P.A. and national treasurer of AWSCPA.
Virginia K. Wood, national director of
ASWA and past president of the Atlanta
Chapter, has been appointed editor of The
Woman Banker, the official publication of
the Association of Bank Women.
YOUR NAME
The most precious possession of a profes
sional person is “Your Name.” This
thought was recently impressed upon your
editor when she stood before the Illinois
State Supreme Court to take the attorney’s
oath and the Chief Justice, Charles H.
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TAX NEWS
TENNIE C. LEONARD, C.P.A., Memphis, Tennessee

The Wall Street Journal points out that
the Treasury is urging a shakeup of the
Tax Court this year by the appointment of
more lawyers from its own staff and from
the Bureau of Internal Revenue to the
Court. There is now one vacancy in the
Court and four members’ terms expire in
1950. A Tax Court dominated by the Bu
reau would be a powerful tax-raising factor.

New Income Tax Proposals
Whether the President and Congress can
agree on a “Revenue Act of 1950” is still a
moot question, in the opinion of Washing
ton observers and commentators, but the
passage of some kind of a revenue act now
appears much more likely. The President
and Secretary of Treasury Snyder have rec
ommended some reductions in excise taxes
with the resulting loss of revenues to be
offset by increased corporation taxes, the
closing of a number of loopholes in the pres
ent law, and the employment of several thou
sand more revenue agents in order that
more income tax returns may be examined.
The elimination of the “notch” bracket
of 53% for corporation incomes between
$25,000 and $50,000 is proposed, together
with giving all corporations the benefit of
the lower bracket on income of less than
$25,000 and taxation of all corporate income
above $25,000 at 42%. This would have the
effect of reducing taxes for corporations
with incomes from $25,000 to $118,750, with
an increase of approximately 10% for cor
porations with incomes in excess of
$1,000,000.
Among the tax loopholes the administra
tion is trying to close is the exemption from
taxation of income from businesses owned
by exempt charitable and educational insti
tutions, busines leagues, labor unions and
social clubs. Nothing is proposed about
businesses owned by religious organi
zations.
Another tax saving device scheduled for
the axe is the “collapsible corporation” so
popular in the movie industry. Pity the poor
movie stars and starlets who may then have
to pay income taxes at the same rates as
ordinary mortals.
Numerous other plugs for so-called loop
holes include an overhaul of percentage de
pletion provisions, revisions of the sections
governing life insurance companies, and a
provision for computing the dividends re
ceived credit on distributions in kind from
a subsidiary on the basis of the property
in the hands of the subsidiary, even though
the dividend itself would have to be in
cluded at fair market value. One of the
proposed changes that would affect the taxes
of millions of taxpayers would be that of
treating losses under Section 117 (j) as
capital losses instead of ordinary.

The Forgotten Taxpayers Remembered

Recently a Deputy Commision of Internal
Revenue told us that out of more than
fifty million income tax returns filed for
the year 1948, the Bureau expected to ex
amine no more than three million. All of
us are willing to be classed with the for
gotten forty-seven million taxpayers, but
recent decisions indicate that some rather
small returns are checked, to the cost and
confusion of some small taxpayers.
Something new, at least to us, has been
added to taxes when the Tax Court begins
sustaining 5% negligence penalties when
deductions claimed on individual income tax
returns cannot be substantiated by the tax
payer. A Revenue Agent told us that he
uses the 5% penalty for fraud he can’t
prove.
Apparently the idea isn’t his exclusively
for on January 10, 1950, Judge Disney of
the U. S. Tax Court handed down five memo
randum opinions in five cases (Richtig,
(Continued on page 14)
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Alexander Eulenberg is a certified public accountant and
member of the bar. He is a professorial lecturer in the School
of Commerce of Northwestern University, a director of the
Illinois Society of Certified Public Accountants, member of
Council of the American Institute of Accountants, member of
the Institute’s Board of Examiners, and a partner in the firm
of David Himmelblau & Co., accountants and auditors.

THE BANEFUL EFFECT UPON TAXATION OF
THE SOCIAL LAG AND MISAPPLIED
STARE DECISIS
Alexander Eulenberg
(Edited Summary of a Paper Delivered January 24, 1950 before the
Chicago Chapter of the American Society of Women Accountants)

Justice Frankfurter in Helvering v.
Hallock 309 U. S. 106—1940
“When we move to constitutional ques
tions, uncertainty necessarily increases. A
judge who is asked to construe or interpret
the constitution often rejects the gloss
which his predecessors have put on it. For
the gloss may, in his view, offend the spirit
of the Constitution or do violence to it.
That has been the experience of this gen
eration and of all those that have preceded.
It will likewise be the experience of those
which follow. And so it should be. For it
is the Constitution which we have sworn to
defend, not some predecessor’s interpreta
tion of it. Stare decisis has small place in
constitutional law. The Constitution was
written for all time and all ages. It would
lose its great character and become feeble,
if it were allowed to become encrusted with
narrow, legalistic notions that dominated
the thinking of one generation.”
Justice William O. Douglas: “The
Dissent—A Safeguard of Democ
racy.” Address before the Section
of Judicial Administration of the
American Bar Association, Seattle,
Washington, September 8, 1948

Some Preliminary Definitions:
Social Lag—
The tendency for a society to continue—
whether for physical or emotional reasons
—practices, procedures or patterns of
thought long after logic and experience
have dictated that improved practices are
easier, improved procedures are more pro
ductive or improved patterns of thought
are more valid.
Stare Decisis—
The doctrine or principle that the deci
sions of a court should stand as precedents
for future guidance. The general rule that,
when a point has been settled by a decision,
it becomes a precedent which should be fol
lowed in subsequent cases before the same
court or inferior courts.

Some Preliminary Observations:
“. . . We recognize that stare decisis em
bodies an important social policy. It rep
resents an element of continuity in law,
and is rooted in the psychologic need to
satisfy reasonable expectations. But stare
decisis is a principle of policy and not a me
chanical formula. . . .”
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drawn from farms, factories and schools,
it ordered the production of thousands of
typewriters with Dvorak keyboards. And,
we saw the miracle of unskilled and un
trained young men with no particular ap
titude for typing become fairly expert typ
ists within the space of weeks, not months.
What an opportunity to save hundreds of
hours for the thousands of young women
who will study typing in the years to come!
But that opportunity will never be real
ized because of the insurmountable obstacle
of the social lag. Any young woman who
would now train herself to the Dvorak key
board would exclude herself from employ
ment by the thousands of firms who own
standard keyboard machines. Any em
ployer who might equip his office with
Dvorak keyboard typewriters would ex
clude himself from the opportunity to hire
a typist from among the thousands who
have been trained on the standard key
board.
And so we are inextricably bound to an
archaic system and the loss of millions of
hours of instructional time.

“A foolish consistency is the hobgoblin
of little minds.”
Emerson—Essay on Self Reliance
“With consistency a great soul has sim
ply nothing to do. He may as well concern
himself with his shadow on the wall.”
Ibid
“Inconsistency with past views or con
duct may be but a mark of increasing
knowledge and wisdom.”
Tryon Edwards
“Those who honestly mean to be true con
tradict themselves more rarely than those
who try to be consistent.”
Oliver Wendell Holmes
“When I use a word,” Humpty Dumpty
said in rather a scornful tone, “it means
just what I choose it to mean—neither
more nor less.”
“The question is,” said Alice, “whether
you can make words mean so many different
things.”
“The question is,” said Humpty Dumpty,
“which is to be master—that’s all.”
Lewis Carroll: “Through the LookGlass.”
“The cause of lightning,” Alice said very
decidedly, for she felt quite certain about
this, “is the thunder—no, no!” she hastily
corrected herself. “I mean the other way.”
“It’s too late to correct it,” said the Red
Queen. “When you’ve once said a thing,
that fixes it, and you must take the con
sequences.”
Ibid

The Problem is Everywhere in the Law—
Not Alone in Taxation:
The social lag manifests itself not only
in matters of the mechanical and physical
but also in patterns of thought.
Today, when a married woman is physi
cally injured through the negligence of
another not only does she have a cause of
action for damages against the negligent
party, but her husband also has a cause
of action for what is known as “loss of con
sortium,” which means loss of her services
as a housekeeper and companion during the
period of her disability.
On the other hand, if a married man Is
injured in a similar situation, he has a
cause of action for his injuries but his wife
has no compensable rights for her loss of
consortium.
In further contrast, in the case of the
injury of a minor, his parents are entitled
to compensation for loss of his earning
power.
This illogical discrimination against a
wife stems from the archaic concept, from
which we have not yet freed ourselves, of
a married woman as the chattel of her hus
band.
Sometimes a great legal mind has the
courage to break through such concepts. In
1915, a man named MacPherson, while
driving a Buick automobile, was injured
when a wheel collapsed and the car over
turned. He sued the Buick Motor Company

The Problem is Universal—Not alone in
the Law:
A profound example of how costly the
social lag can be may be found in the mod
ern typewriter—or what we consider to be
the modern typewriter. The present type
writer keyboard was laid out about seventyfive years ago; and at that time, the ar
rangement of the keyboard was probably
the most efficient that could be achieved.
In the early 1930’s, a California pro
fessor named Dvorak designed an entirely
new typewriter keyboard with a radically
different arrangement of letters. Professor
Dvorak, of course, had the advantage of the
sciences of psychology and pedagogy which
had not been available to his earlier pre
decessors who had pioneered the typewriter
keyboard.
When, at the beginning of World War II,
the United States Navy found itself in ur
gent need of qualified typists whom it could
secure only from its pool of young men
6

was injured he was driving the Buick at a
speed of eight miles per hour.

which defended on the ground that it had
sold the car to the dealer who in turn had
sold it to MacPherson; so that there was
no privity of contract between Buick and
MacPherson and hence no obligation to
him.
Buick’s defence, which received the ap
proval of the dissenting justices of the New
York Court of Appeals was based on the
ancient English case of Winterbottom vs.
Wright (10 Meeson & Welsly 109-1842).
This was an action by a driver of a stage
coach against a contractor who had agreed
with the postmaster to provide and keep
the vehicle in repair for the purpose of
conveying the royal mail over a prescribed
route. The coach broke down and upset,
injuring the driver who sought to recover
against the contractor on account of the
defective construction of the coach. The
Court of Exchequer denied him any right
to recover on the ground that there was
no privity on contract between the parties,
the agreement having been made with the
postmaster agent alone. Lord Abinger,
Chief Baron, said:
“If the plaintiff can sue, every passenger
or even any person passing along the road,
who was injured by the upsetting of a
coach, might bring a similar action. Unless
we confine the operation of such contracts
as this to the parties who enter into them,
the most absurd and outrageous conse
quences, to which I can see no limit, would
ensue.”
The majority of the court, however, held
for MacPherson in an opinion written by
Benjamin Cardozo who was later to be
come a Supreme Court Justice and one of
the most lucid and eloquent, the Court said:
“The presence of a known danger, at
tendant upon a known use, makes vigilance
a duty. We have put aside the notion
that the duty to safeguard life and limb,
when the consequences of negligence may
be foreseen, grows out of contract and
nothing else. We have put the source of
obligation where it ought to be. We have
put its source in the law . . . Precedents
drawn from the days of travel by stage
coach do not fit the conditions of travel to
day. The principle that the danger is im
minent does not change, but the things sub
ject to the principle do change. They are
whatever the needs of life in a developing
civilization require them, to be . . .” (Ital
ics supplied.) MacPherson vs. Buick Motor
Co., 217 N.Y. 382—1916.)
Incidentally, the boldness of the majority
opinion is highlighted by the fact that at
the time the wheel broke and MacPherson

The Problem is in Every Phase of Taxation:
The quest for certainty and assurance in
taxation as well as in other fields, although
it appears to be a quite popular cause at
the moment, is nothing new. It did not
germinate in the administration of Frank
lin Delano Roosevelt nor did it reach fruc
tification in the administration of Harry S.
Truman. One of the earliest modern at
tempts to find a tax whose application and
administration could be fixed and crystal
ized once for all, was made in the latter part
of the 19th century by Henry George, the
author of that famous work on the concept
of the “Single Tax” entitled “Progress and
Poverty.”
For a somewhat more recent illustration
of the yearning for certainty and unchange
ability we may turn to the Congressional
discussion at the time of the establishment
of the Board of Tax Appeals, now the Tax
Court of the United States. The Board was
originally set up in 1924 as a temporary
experiment and was made permanent by
the Revenue Act of 1926. There was a
strong sentiment at the time to continue
the Board on a temporary basis for a period
not to exceed ten years.
In view of what has transpired since
1926, the following questions by Congress
man McKeown can cause us only to smile:
“Why extend the term beyond ten years?
Would not the fact that they do render
judicial opinions and settle questions—will
not that settle those questions in ten years
so that there will no longer be any confu
sion? May not the matter settle down to
the point where they will have no work?”
(67 Congressional Record, Pg. 1129-1925.)
In some situations, unfortunately, there
is little if any possibility that either Con
gress or the Tax Court may extricate us
from the involvement of the social lag. A
prime example is found in the seemingly
endless complexity of the double rate struc
ture of the Federal Estate Tax consisting
of a Basic Tax, an Additional Tax, and
various proportional deductions and credits
for gift taxes and state inheritance taxes.
This confusion stems from the Revenue
Act of 1926 at which time certain states,
Florida in particular, imposed no inheri
tance tax upon their residents. As a matter
of fact, Florida had a constitutional pro
hibition against death taxes. In contrast
such states as New York and Wisconsin im
posed comparatively heavy succession taxes.
As a result, Florida was able to offer legal
7

residence on an attractive basis, tax wise,
to wealthy persons who sought to escape
such taxes.
The Revenue Act of 1926 granted a credit
against the Federal Estate Tax (with cer
tain limitations) for such inheritance taxes
imposed upon estates subject to the Federal
tax. Shortly, thereafter, Florida enacted a
tax equal to the credit allowed under the
Federal Estate Tax Act. There was a
further provision that the Florida tax
would lapse at any time that the Federal
Tax credit was repealed.
When, in 1932, Congress decided to raise
substantially the Federal Estate Tax rates,
it became necessary to super-impose upon
the Basic Tax a so-called Additional Tax.
Otherwise, a repeal of the 1926 tax with a
complete and clean-cut revision of rates,
would have effected the repeal of the
Florida tax until such time as the Florida
Legislature might again meet to enact a
State Inheritance Tax to match whatever
exemption a new Federal Estate Tax might
have established. It was conceivable that
in the intervening period, one or more
wealthy Floridians might die, and the State
lose whatever succession tax it might other
wise have collected.
A layman might think that this difficulty
could be resolved if state legislatures would
provide that the state inheritance tax
should be such an amount as would be
equal to whatever credit might be allowed
under subsequently enacted Federal legis
lation ; but here we would run into two Con
stitutional barriers. The first is the prin
ciple that no legislative body may pass laws
binding a succeeding assembly. The second
is that the Congress of the United States
and the State Legislatures are mutually
exclusive and independent bodies; so that
Congress can not legislate for the States.
(In 1938, Commerce Clearing House, Inc.,
published “The Theory and Practice of
Modern Taxation,” by William Raymond
Green, who was Chairman of the Ways and
Means Committee of the House of Repre
sentatives at the time of early estate tax
legislation and the father of the state in
heritance tax credit against the Federal
estate tax. Chapter XIV of his book sets
out in great—and interesting detail—the
factors which led to the provision for this
credit, the problems that the credit sought
to eliminate or alleviate, and the problems
that it created.)
So here too, analogous to the case of the
Typewriter keyboard, it appears that we
may be permanently chained to a cumber
some and illogical taxing procedure.

Of the hundreds of instances of social
lag and the misapplication of stare decisis,
available space permits my developing but
one further example. In the situation I am
about to describe to you, however, there
is no barrier to a salutory correction other
than the unwillingness of our courts to
change an out-moded and distorted pattern
of thought.
The case of South Tacoma Motor Car Co.
vs. Commissioner, decided by the Tax Court
March 6, 1944, is reported in 3 TC 411. The
taxpayer was a Chevrolet automobile
agency. It sold coupon books for lubrica
tion, inspection and service to its customers.
An automobile owner would pay $10 for a
book of 12 coupons or $5 for a book of 6
coupons. Each time the owner had his car
serviced, the South Tacoma Motor Car Co.
would tear a coupon from his book. When
the books were sold to customers, the pro
ceeds were credited to a liability account.
As the coupons were used, an aliquot por
tion of the sales price of the book was
transferred to income. Quite frequently,
purchasers of books would turn in unused
portions for cash refunds which were made
without question. In the face of these facts,
the Tax Court sustained the Commissioner
in taxing as income, in the year the books
were sold, the entire proceeds from their
sale. As a result, the proceeds from books
sold in 1940, an excess profits tax year,
were taxed to the extent of more than half
of their value; and the taxpayer was per
mitted to deduct as expense the cost of serv
ices rendered in subsequent years when, as
you know, there were no sales of civilian
automobiles, and no income against which
such expense could be applied.
The Tax Court based its judgement upon
Astor Holding Company v. Commissioner
(135 F (2d) 47—1943, CCA-5th) which
held that:
“Where a lease referred to an advance
payment made in the first year of the lease
as “part payment of the tenth year’s rent”
and where the parties intended that the
payment be so applied, the full amount of
the payment was taxable to the lessor in
the year of its receipt.”
Of the many misapplications of stare
decisis, the South Tacoma Motor Car Com
pany was certainly a prime example. But
you should know that Astor Holding Com
pany, itself, was a misapplication of stare
decisis because it was bottomed on three
earlier cases which had nothing to do with
the issue then before the Court of Appeals.
In the Astor case, the Court said:
“Both the taxpayer and the Commis
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sioner recognizes this to be settled law: An
amount paid to a lessor as rent in advance
is taxable income in the year of its receipt.”
Citing—
U. S. vs. Boston & Providence Rail
road Corp. 37 F (2d) 670—1930
Renwick v. U.S. 87 F (2d) 123—1937
Cow. v. Lyon 97 F (2d) 70—1938
In the Boston and Providence Railroad
case, the issue was whether the lessee’s
obligation to pay the lessor’s debt was in
come when undertaken in 1888, so as to be
a credit to invested capital under the Rev
enue Acts of 1917 and 1918 (Excess Profits
Tax). The Court held that the items in
question were income when paid saying:
“An amount paid in advance as rental
... as to the lessor in computing his tax . . .
is treated as income in the year in which
received.” Citing—
O’Day Investment Co. 13 BTA 1230
—1928
Miller v. Gearin 258 F (2d) 225—
1919
The Renwick, Lyon and O’Day cases re
lated to taxpayer on the cash basis.
In Miller v. Gearin, it was held that:
“The value of a building constructed on
the lessor’s premises in 1907 by a lessee
pursuant to the terms of a lease was not
income to the lessor in 1917 when the lessee
defaulted and the lessor repossessed the
premises. By the terms of the lease, title
to the building rested in the lessor upon
its construction.”
But note that in 1907, there was no in
come tax law. In fact from 1913 through
1915, only the cash basis of accounting was
recognized in income taxation. The 1916
Act permitted, but did not require tax
payers to use the accrual basis even when
it more accurately reflected true income.
The facts in Cyran v. Wardwell were
similar to those in Miller v. Gearin and the
conclusion was the same:
“Plaintiff was the owner of a lot of land
in the city of San Francisco upon which
under the terms of a lease made by plain
tiff in 1908 for a term of 26 years, there
was erected by her tenant a class A steel
and concrete building, the lease providing
that ‘in no event shall the lessee hereunder
have any right to remove any building from
said premises.’ The building was completed
in 1910. In 1916, the tenant defaulting in
accrued rent, the lease was by mutual ar
rangement cancelled and terminated, and
possession of the leased premise sur
rendered to plaintiff.”

The Court held that income was realized
in 1910.
In view of the specific language in the
Revenue Acts since 1918, the decision in
South Tacoma Motor Car Company and a
host of similar cases is difficult if not im
possible to reconcile or justify.
Section 212 (b) of the Revenue Act of
1918 stated:
“net income shall (italics supplied) be
computed upon the basis of the taxpayer’s
annual accounting period ... in accordance
with the method of accounting regularly
employed in keeping the books of such tax
payer.”
The same provision has appeared in every
subsequent Revenue Act and is now em
bodied in the Internal Revenue Code. And
yet, a misconception of stare decisis con
tinues to compel our Courts to ignore basic
accounting principles.

In the ancient kingdom of Phrygia in
Asia Minor there was an ox cart to which
a bow was secured by a knot so complex
that no man had been able to untie it.
Legend had it that a certain peasant,
Gordius by name, used this vehicle, with
oxen, for the labors of his day. Gordius
became king of Phrygia, whereupon he
dedicated his ox cart and yoke to the pagan
god Zeus. According to this legend, also,
there would some day come to Phrygia a
man who would untie this complex knot.
This man would later rule the world. About
three hundreds years before Christ, there
came to Phrygia a young prince, Alexander,
son of King Phillip of Macedon—later to
become king himself, to be known as Alex
ander the Great.
When he learned of the ox cart and yoke
—and the legend concerning them—he went
to the place where the cart and yoke were
enshrined, studied the knot and, lifting his
sword, he smote the knot, cutting it
asunder.
To this day, we describe the “direct ap
proach” which eschews the barriers of tra
dition, convention and inertia, as “cutting
the Gordian knot.”
I am not one who believes that all change
is necessarily progress or that all apparent
progress is necessarily conducive to hap
piness.
But I do feel impelled in these days of
uncertainty and the resultant nostalgia for
“things as they used to be,” to sound a note
of warning against complacency and to
urge you not to be afraid to cut the Gordian
knot.
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COAST-TO-COAST
VIRGINIA THRUSH. Toledo, Ohio
was followed by a Christmas Party at
which gifts were exchanged. A collection
was also taken and the money used for the
purchase of gifts for inmates of the Kent
County Infirmary.

ATLANTA
Study Course speaker at the December
meeting was Mr. Paul Manners, with the
First National Bank Trust Department,
whose topic was Bonds as an Investment.
The dinner speaker at the same meeting
was Joseph K. Heyman who spoke on The
Business Outlook. As a business research
consultant and analyst working for himself
Mr. Heyman was well qualified to present
this subject.

INDIANAPOLIS
Prophecy Fulfilled in Palestine was the
subject chosen by Irene Duncan who ad
dressed the December meeting. Having
made two trips to Palestine recently, Miss
Duncan, Chaplain of the Indiana Women’s
Prison, was well-qualified to talk on this
subject.

CLEVELAND
Cleveland chapter adopted a family for
Christmas: money, clothing and toys were
donated by chapter members. Cleveland
chapters of the women’s divisions of Life
Underwriters and of Lawyers met with
ASWA in December to discuss mutual
problems and to exchange ideas.

LONG BEACH
The Long Beach Chapter received its
charter on January 28, 1950. The presenta
tion of the charter was made by Jane E.
Goode, CPA, past national president of
ASWA and an active member of the Los
Angeles Chapter, the sponsor of this chap
ter. Mary Lanigar, CPA, member of the
San Francisco Chapter spoke on “Women
in Accounting.”
The officers of this chapter are Rose M.
Dunjill, Pres., Hazel Scott Coomes, 1st Vice
Pres., Jessie M. Martin, 2nd Vice Pres.,
Estelle T. Cannon, Rec. Sec., Don 0. Pet
tie, Corr. Sec., Audrey K. Troutner, Treas.,
Helen M. Eckford, Dir., and M. Jane Phil
lips, Dir.

COLUMBUS
Research Work in Department Stores
was the topic chosen by chapter member
Josephine Lowrei, CPA, who addressed the
November meeting. At a recent study
group the subject Social Security was ably
presented by member Ruth Krick.

DES MOINES
Willis D. Piper, Tax Consultant, spoke at
the November meeting on the subject In
come Tax Reporting and answered the
many questions asked by chapter members
in the discussion which followed.

LOS ANGELES
Speaker at the November meeting was
Norman Clark, CPA and Head of the Ac
counting Department at Woodbury College,
whose subject was Recent Trends in Edu
cation for Accounting. Los Angeles chap
ter is sponsoring a new chapter in Long
Beach California.
The appropriate topic Women in the pro
fessional World Today was ably presented
by Rosaline G. Bates at the December meet
ing. Mrs. Bates is self employed as an at
torney.

DETROIT
Hugh Fleming, accountant with Price,
Waterhouse & Co., and who has recently re
turned from England, told of his views of
Public Accounting in England at the De
cember Meeting. Adding mirth to the fes
tive season was Myrtle Labbitt, Women’s
Editor with radio station CKLW, who pro
vided entertainment for the meeting. Sev
eral chapter members attended the 24th
Annual Michigan Accounting Conference
held in November.

MUSKEGON
Mrs. C. T. Wheeler, CPA and senior part
ner in the Muskegon Branch of Lawrence,
Scudder & Co., spoke at the December
meeting on the topic Prepaid Insurance,
Depreciation, Accruals. In the study group
which followed, Virginia Kitchen led a dis
cussion on Accounting for Small Business.

GRAND RAPIDS
William Van Vorst, Auditor for the
Union Bank of Michigan, presented the
topic Banking from the Customers’ Stand
point at the December meeting. His talk
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NEW YORK
Harold B. Caffyn, with the firm of Hurdman and Cranstoun and Chairman of the
American Institute of Accountant’s Com
mittee of Selection of Personnel, spoke at
the November meeting. Reports of the Na
tional Convention in Pasadena followed.
New York Chapter has joined with other
women’s groups in New York in the CARE
Swan Campaign.

SEATTLE
Members of Phi Delta Delta were invited
to attend the chapter’s annual Income Tax
Session held in December. Members Ida
Ezra, Helen Wilkie, Gladys Dornton, and
Lili Fowler led the discussion. New Accounting Short Cuts, presented by Lillian
Klug, was the study group topic.

TOLEDO, OHIO
The Chapter’s yearly Christmas Party,
members packed and Christmas-wrapped
boxes to be sent to the women inmates of
the Lucas County Infirmary at the Decem
ber meeting.

NEW ASWA MEMBERS
Atlanta: Mrs. Cammie L. Hooper, Mrs.
Millicent C. Edge, Mrs. Luie W. Pearson,
Mrs. Kathryn J. Morgan, Mrs. Lizzie Mae
Drake. Chicago: Catherine Lynch, Mrs.
Mildred Hansen, Lorraine Hockett. Cleve
land: Gertrude L. Franks, Hester L.
Kresge. Des Moines: Aileen Johnson, Al
lison Roush. Detroit: Ann Pierce, Laurine
F. Newquist, Hazel E. Bohrer, Ellen B.
Bartlett. Los Angeles: Mrs. Belle Nora
Scott, Mrs. Dorothy Palmer, Gertrude
Lauffer, Mrs. Loraine T. Ealand CPA,
Hazel Brooks Scott, Nida Brumley, Elva G.
McGuire, Nayma Gilmore, Ruth Lotz
Miner, Pearl M. Isham CPA, Dorothy Weigant. Louisville: Martha Jacobi, Cornelia
Meyers, Edith Zimmerman. New York:
Eileen Smith, Claire Marks, Rita Giesecke,
Mattie Messier, Lilly Merkee. San Fran
cisco: Mildred M. Huff. Seattle: Altha
Butcher, Louise Crowley, Edna Ericksen,
Genevieve Michel, Marion Taylor, Margaret
Klein. Terre Haute: Deloris Odom, Betty
Parker, Edna Baker, Doris Miller, Aurelia
Shewmaker. Toledo: Edith Spell, Caroline
Blystone, Mildred Koch, Helen Wilson, Mil
dred Leifer.

NEW AWSCPA MEMBER
Coletta M. Benn Dokler, 16309 Westdale
Avenue, Cleveland, Ohio, employed by Metz
ler & McKee, Cleveland, Ohio.
TECHNICAL CHANGES ACT OF 1949
(approved October 25, 1949)
The following items are some of the
changes made by the Technical Changes
Act of 1949:
1. Charitable Contributions by Corpora
tions—Affects only corporations on accrual
basis. Amendment relaxes provision that
contributions actually be paid during cur
rent taxable year in order to be deductible.
If contribution is authorized by directors
in the current taxable year and paid prior
to the 15th day of 3rd month of the suc
ceeding year, it may be considered as paid
during the current year. Amendment is
retroactive to years beginning after Decem
ber 31, 1942. Refund claims for years for
which the statute of limitations has run,
must be filed before October 25, 1950.
2. Stock Transfer Tax—No stamp taxes
are required on transfers between corpora
tion and registered nominees.
3. Employees Annuity Contracts—Under
the law, before 1949 amendments, employ
ers’ contributions to a non-exempt employ
ees trust were taxable to the employee in
the year contribution was made, if employ
ees’ rights under the trust could not be for
feited. The 1949 amendment to Section
165 relieves the employee from paying the
tax on the annual contribution if:
(a) He was employed by company on
October 21, 1942 and the contributions are
covered by written agreement entered into
prior to October 21, 1942,
(b) Such contributions are used to pur
chase annuity contracts for employee,
(c) The employee (except with consent
of trustee) is not entitled to any payments
except annuity payments.
As to contributions made prior to Janu
ary 1, 1949, the employee may claim re
funds for years beginning after December
31, 1938. If refund is not claimed, the con
tributions made by the employer will be
considered as employee’s cost basis of the
annuity and annuity payments received by
the employee will be subject to the 3% rule
under Sec. 22 (b) (2).
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Violet A. Escarraz received her M.B.A. from the University
of Chicago in 1944. She is a member of the Chicago Chapter
of the American Society of Women Accountants, and is at
present serving the chapter as recording secretary. She is a
member of the American Association of University Women.
“Accounting As Seen By The Student” was the title of a
talk given by Miss Escarraz at a meeting of the Chicago
Chapter of ASWA, as part of a panel discussion on “Account
ing’s Lifestream’—the theme chosen by the Chicago Chapter
for the current year.

ACCOUNTING AS SEEN BY THE STUDENT
VIOLET ESCARRAZ, M.B.A.
Who is the accounting student? Many problems of preparing balance sheets, in
answers are found to this question. Most come statements, surplus statements, appli
obvious is the person who desires an ac cation of funds statement, and their sup
counting career, but also very noticeable porting schedules. Other branches which
are the vast numbers of persons who intend will be studied will include accounting for
to become business owners, managers, engi specific industries, consolidations, and cost
neers, or production foremen. Also, there problems. The intensity and extent of
is the more casual student with none of these courses will depend mainly upon the
these ambitions who feels that a general attitude assumed by the administrators of
knowledge of debits and credits is good the school attended in regard to the impor
and useful to his future.
tance of the specific types of problems.
The accounting courses per se will have
For purposes of this discussion, although
remarks will be made which are applicable fuller meaning to the accountant if they
to all of the foregoing, I shall confine my are accompanied by courses in auditing,
observations to the woman accounting stu taxation and business law. A certain mas
dent who is an aspirant of an accounting tery of these subjects is required of all stu
career, either public or private.
dents who wish to take the CPA examina
What does this accounting student study? tion. In order to apply accounting knowl
She may begin her perusal with the sim edge efficiently, one must be reasonably
ple bookkeeping courses offered in many sure that she is not violating the general
high school curricula. The courses outlined rules of business law and of current taxa
in the advertisements of a business school tion requirements. I have heard many bit
may become her program. It may be the ter remarks of people about audits made
maze of courses which are offered by a col on their work—many of which remarks
lege or university, in which accounting may could not have been made by an accountant
be the major of the student, but where with any basic knowledge of the require
courses in related fields of statistics, eco ments of the auditing profession.
nomics, finance, etc., are required. The
The accounting student who wishes to
course of study may be accompanied by a prepare for a successful career as an ac
number of liberal arts courses which will countant in the future should master ac
aid to round out the personality of the counting from the beginning. The best
scholar.
advice that can be given to a new account
In most cases the basic courses will In ing student is to wend her way carefully
clude principles of bookkeeping and theory through the basic courses, not letting a
of accounting with emphasis on particular single point of the fundamentals escape her
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understanding. To start with a poor foun
dation is to build a structure which will
surely crumble. It is better to go at a slow
beginning pace until she finds her own
power of momentum than to start out by
merely dividing the number of accounting
courses by the minimum number of semes
ters desired to attain her goal. The latter
system may be good arithmetic, but it is
blindness to the realities of the needs in
accounting study.
The building of the foundation of ac
counting knowledge through schooling has
three phases.
The first phase is to become familiar with
the subject matter by reading and listening
to the presentation of the formulae for solv
ing accounting problems and the theory be
hind the formulae.
The second phase is the actual working
of the problems. Herein lies one of the big
gest difficulties. Long tedious hours of
problem solving (after long, quiet hours of
reading) may be trying to the individual
who perhaps has a dozen or more other
things pressing her for time. However,
listening to or merely reading Betty
Crocker’s recipes for years will not assure
a person that she is a good cook. Not until
she goes into the kitchen and plays with
grease, flour, shortening, etc., will she be
sure that she can put the ingredients to
gether in a form which will be digestible
and nourishing to those who eat the re
sults. And not until the accounting student
juggles debits, credits and miscellaneous
data can she be sure that she is capable
of producing an accounting statement
which will be mentally digestible and nour
ishing to those who read the results.
The third phase, following the assimila
tion of the knowledge and the proper pres
entation of the facts, is the development of
her ability to intelligently discuss both her
knowledge and her presentation. Account
ing, being a man-made “science,” is sub
ject to more than one logical interpretation.
If she does not develop an ability to defend
her choice of method of solving an account
ing problem, or if she does not develop
the ability to express simply, in layman’s
terms, what she has written in the technical
form, the work which she has done will
have little meaning to any one but herself.
To be a good student in accounting alone
is not complete preparation for a successful
career. Much can be learned by being on
the job and only by being on the job. I
remember hearing a quotation once that for
the first six months of employment an in
dividual is usually a liability rather than

an asset to her employer. These first one
hundred and eighty days are the period of
protegee—the period of orientation in
which she acquires the feel for the particu
lar situations which one must meet on the
job. After that time, the usual daily rou
tine will be firmly established and the fruits
of the student’s accounting education may
be realized by intelligent application of the
learned knowledge—by the inquiry into the
special problems which her job presents.
The successful student will be able to an
swer those problems in the light of schoolacquired knowledge, tempered by policies
of the firm for which she is employed.
While on the job, the interested student
of accounting will not entirely rely upon
her powers of retention of the subject mat
ter learned on the campus. By perusal of
the finance pages in daily journals, current
bulletins on taxation and practice, The
Journal of Accountancy, and The Woman
C.P.A., she will continually remain a stu
dent in her chosen field. Current text books
on accounting will grace her library shelves.
I have been discussing the Woman Ac
counting Student and thus far emphasis
has only been made upon student. We must
also consider woman and accountant. No
truly successful accountant is merely an
accountant. The successful woman account
ant is also a good Josephine. She knows
more than the field of accounting, and al
though most of her time may necessarily
be spent in pursuit of knowledge earlier de
scribed, that same person is also well-read,
well acquainted with civic and social prob
lems, and has trained herself to be able to
intelligently think about and discuss the
topics of the day. If these latter traits
do not come innately and naturally to the
person, she develops them, for to be suc
cessful as an accountant one must and
should be successful as a person first.
Moreover, no truly successful woman ac
counting student or woman accountant
loses her identification as a woman. It is
true that women in the field may buck much
opposition by men, but to attempt to meet
that opposition by acquiring masculine
habits, manner, dress or language is to lose
our banner as women, though we might be
accepted as the best of accountants.
The daintiness, the freshness, the gen
tility, the integrity, the perseverance for
right and the continuous search for high
standards which are woman’s must forever
prevail within the woman accounting stu
dent in order that she may at one and the
same time remain and be recognized as a
student, an accountant, and, a woman.
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‘indefinite’ in the one case than in the
other. Neither employment was expected
to continue for more than a relatively
short time, too short to justify moving
his home.”

TAX NEWS (Continued from page 4)
Scurlock, Zeller, Rensler, and Collins') in
volving a total of seven taxable years. The
average tax deficiency in dispute was less
than $575 per taxable year, but to each as
sessment a 5% penalty had been added.
A reading of the decisions will disabuse
your mind if you have any idea that the
judge was unusually hard on these tax
payers; by implication at least there was a
finding that the credibility of the taxpayer
witnesses was not all it should have been,
but the judge gave them the benefit of the
Cohan (39 Fed. (2d) 540, 543) doctrine in
allowing them any deductions whatever.
Judge Disney found in each case “that
the deficiency is in part due to negligence.”
Mark our prediction: when the bright boys
in the Bureau learn that every deduction on
an income tax return that cannot be proved
is negligence, the 5% penalty on deficiencies
will become as common as 6% interest.

Mr. Wodehouse Steps Up Production
Mr. Pelham G. Wodehouse, creator of
Jeeves, the perfect butler, and one of the
most prolific of modern English writers,
is not content to fill our libraries of light
fiction—he aspires to filling our tax lib
raries. He has made an auspicious begin
ning with tax cases before the Second and
Fourth Circuit Courts of Appeal, and one

before the Supreme Court.
The plots of his tax cases are as unorig
inal as the plots of his fiction, and as stereo
typed. We quit reading the fiction when
we left high school, but his tax cases all go
like this: he writes a story and assigns a
one-half interest in the manuscript to his
wife. The Satevepost buys the American
and Canadian rights to the story. The Com
missioner says the entire payment is tax
able and to Mr. Wodehouse alone. Second
Circuit agrees with the Commissioner in
part, disagrees in part; held that the entire
payment was subject to federal tax but the
assignment to Mrs. Wodehouse was recog
nized, Wodehouse being taxable on onehalf of the amount received.
The Fourth Circuit Court of Appeals has
now ruled on the case remanded to it by
the Supreme Court. Facts were similar
to those in the case heard by the Second
Circuit, in that there was the same assign
ment and same publisher (and probably
very much the same story) but in a differ
ent year. The Fourth Circuit disagreed
completely with the Second—only the
American rights were taxable to Wode
house, but there was no recognition of the
assignment to his wife.
Mr. Wodehouse may feel that he is repay
ing some of the money ECA has sent to
Britain, but for our part, we hope the Su
preme Court writes the finale to these cases,
but soon.
Ladies First
Members of the so-called weaker sex are
renowned for their skill at holding their
place in line. Not even the Treasury De
partment could marshal Ruth A. Knight out
of her place in the queue. The New York
Court of Appeals held that her claim for
alimony had priority over a claim for taxes
against her ex-husband’s wages which had
been assigned to her as security for her
alimony. Knight, N. Y. Ct. of App.

Whose Ox Is Gored?

Have you ever wondered whether Mr.
Justice Frankfurter had any difficulty in
the preparation of his Form 1040, or
whether Commissioner of Internal Revenue
Schoeneman handles his partially exempt
interest in strict accordance with his regu
lations? Or, if your imagination is espe
cially trenchant, have you ever tried to pic
ture an ordinary Grade Nine revenue agent
saying, “Listen Mr. President, can you
prove that trip to Key West back in 1947
was on business and not for pleasure?”
Judge Murdock, in his dissenting opinion in
the case of Willard S. Jones v. Commis
sioner, 13 TC —, No. 114, gives us encour
agement that even members of the United
States Tax Court have their personal ex
pense problems.
Jones was a construction worker, em
ployed at Oak Ridge for 357 days in 1944
and he deducted the cost of board and room
at Oak Ridge on the ground that he was
away from home temporarily in pursuit of
trade or business. The Court disallowed
the deduction on the ground that his stay
at Oak Ridge was indefinite. Judge Mur
dock dissented in these words:
“A member of this tribunal was once
occupied for a similar time in Los An
geles in hearing a single case, but there
was no question of his right to his allow
ance for board and lodging while away
from home, Washington. There as here,
a significant fact was that the employ
ment at the one place away from home
was temporary. The time was no more
14

WHAT'S NEW IN READING
DORRIS C. MICHALSKE, Cleveland, Ohio

munist Party when he found that it vio
lated his freedoms, and, being familiar
with their methods, was invaluable in help
ing to clear out the “Commies” from the
union. From this story, the reader is given
an inside view, from a union member's
viewpoint, of the workings and internal
politics of a powerful labor organization
and a clarification of labor problems, the
workers’ side of which is not always under
stood by those who shout so loudly about
them.

BUSINESS LAW, by Thomas Conyngton
and Louis 0. Bergh. (The Ronald Press
Co., New York, Fourth Edition, 1949. 866
pages.)
This book gives a broad treatment of law
as it is applied in present day business. It
is a text written mainly for students of
business administration, and sets forth the
meaning and purposes of legal principles,
together with an explanation of the histori
cal background of modern law. Summaries
of cases and rulings are included, and re
productions of legal forms are presented to
serve as samples. At the end of each chap
ter are condensed cases for study and dis
cussion.
In the new fourth edition, the section on
laws concerning marketing and finance has
been enlarged, and a chapter added that
discusses the legal relations of the sales
representative. In addition to the usual
sections to be found in law texts on con
tracts, agency, partnerships, corporations,
sales, finance, and real and personal prop
erty, the book has been brought up to date
with a more thorough treatment of em
ployment laws, insurance, and federal regu
lations on business. Of special interest to
accountants is a new chapter on financial
statements that discusses the legal respon
sibility of auditors. The book also lists the
variation in state laws, and the adoption by
the various states of the principal uniform
acts.

AUDIT WORKING PAPERS, by Mau
rice E. Peloubet, C.P.A. (McGraw-Hill
Book Co., N. Y., 1949. 492 pages. $8.50.)
The object of this book is to provide an
accountant with a practicable set of work
ing tools for an audit assignment. The
methods suggested here were devised with
the thought to a third person; i.e., manage
ment, Bureau of Internal Revenue, Securi
ties and Exchange Commission, creditors,
etc. The suggestions given will aid in legal
transactions and improve internal auditing
and control so as to relieve the accountant
of detailed checking and testing, thus free
him for other work.
Typical examples are given of the work
ing papers discussed. The central example
is a moderate-sized manufacturing concern
with problems arising through consolida
tions, as well as the single corporate entity.
The flexibility of the methods taught is il
lustrated in its adaptability to large or
small manufacturing concerns, service or
ganizations, partnerships, corporations, in
dividuals.
When we realize the doubts and suspi
cions raised in minds of persons who re
view unsupported or badly-supported state
ments or tax returns, we know the impor
tance of carefully prepared working papers.
The theoretically perfect set of workingpapers would contain all essential informa
tion, but no more. Too much detail is a
fault of the beginner.
Audit Working Papers is a complete re
vision of a previous book by the same title
published in 1937 under the auspices of the
American Institute of Accountants. New
and novel ideas are not stressed herein,
only procedures already in practical use in
some public accounting office. Reviewed by
Theia A. Cascio
Los Angeles, California

UNION GUY, by Clayton W. Fountain.
(The Viking Press, N. Y., 1949. 242 pages.)
As easy and interesting to read as a
novel is this story of the unionization of an
American worker in the automobile indus
try. Clayton W. Fountain, now Associate
Editor of the UAW-CIO union paper,
“United Auto Worker,” came from the
backwoods wilderness of Michigan. The
tale of how he became one of the top lead
ers of his union began when, as a redblooded American lad with none of the vir
tuousness of the Rover Boys, he went to
Detroit in search of a fat paycheck. Here
he was buffeted from one place to another
until, at the advent of the depression, he
found a haven beneath the sheltering arms
of the growing union. Later, he became en
tangled in the Communist Party and
learned and used the vicious means it ad
vocated to attain its ends. He left the Com
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